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Regulation 1702.6.  Suspended Corporations.

(a)  General.  A corporate officer or shareholder with control over operations or management of a
closely held corporation during a time in which the corporation’s powers, rights, and privileges
are suspended or any responsible person who fails to pay or to cause to be paid any taxes due
from a closely held corporation during a time in which the corporation’s powers, rights, and
privileges are suspended shall be personally liable under the circumstances set forth below for
any unpaid sales or use tax liability of that suspended corporation incurred during the period of
that suspension.  The corporate officer, shareholder, or responsible person shall be liable for the
unpaid tax, and interest and penalties on those taxes not so paid, regardless of the basis for the
suspension of the corporation’s powers, rights, and privileges.

Personal liability under this regulation applies only when the Board establishes that, during the
period of suspension, the corporation:

  (1)  Sold tangible personal property in the conduct of its business and collected sales tax
reimbursement on the selling price (whether separately itemized or included in the selling price)
and failed to remit such tax when due; or

  (2)  Collected use tax and failed to report and pay the tax; or

  (3)  Consumed tangible personal property and failed to pay the applicable tax to the seller or the
Board.

(b)  Definition of Terms.

  (1)  Responsible Person.  For the purposes of this regulation, the term “responsible person”
means any officer or shareholder who is charged with the responsibility for the filing of returns
or the payment of tax or who has a duty to act for the closely held corporation in complying with
any provision of the Sales and Use Tax Law, and who derives a direct financial benefit from the
failure to pay the tax liability.

  (2)  Closely Held.  For the purposes of this regulation, the term “closely held” corporation
means one in which ownership is concentrated in one individual, one family, or a small number
of individuals and the majority stockholders manage the business.

  (3)  Control Over Operations or Management.  For the purposes of this regulation, the term
“control over operations and management” means the power to manage or affect day to day
operations of the business.  For the purposes of this regulation, it is rebuttably presumed that a
corporate officer has control over operations and management of the closely held corporation.

(c)  Determination and Collection.  The Board shall determine and collect the liability established
under this regulation in the manner provided in Chapter 5 (commencing with section 6451) and
Chapter 6 (commencing with section 6701) of Part 1, Division 2, of the Revenue and Taxation
Code.
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(d)  Liability of the Corporation.  A suspended corporation shall remain liable for the unpaid tax,
interest, and penalties incurred during the period in which its corporate powers, rights, and
privileges were suspended without regard to any personal liability determined under subdivision
(a) of this regulation.  Payments made pursuant to subdivision (a) shall be applied to the liability
of the corporation.

NOTE: Authority: Section 7051, Revenue and Taxation Code.
Reference: Section 6066, Revenue and Taxation Code.


